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MAR 1 6 1382 

Gent l m a n  : 

We have conaidarad your appl ica t ion  f o r  recogni t ion of axermption f r u a  
Fedaral income t ax  under 8actCm 50i(c)(5)  of t l14  I u t e r n a l  Ravanue Code. 

You ware incorporated on ******  **, undar t he  *******  Non-Profit 
Corporbtion a c t .  Your e ta ted  purpomea a r e  ' a  breed, t r a i n ,  and improva 
horses f o r  c u t t e r ,  cha r io t ,  and horse racing;  t o  promote t he  s o c i a l  
intercouroa uaong t h e  mmbsrchip and t h e  gsnaral  racing publ ic ;  t o  
provide and maintain au i t cb l a  fac i l i t i a . ,  groundr and t r a c k  f o r  c u t t a r ,  
char io t  and horse racing and t o  conduct on eaid around. and t rack ,  
racing axhibi t ione and ccn t aa t s  of spaad and racea of every kind and 
deecr ip i t ion ,  f o r  prmiumr,  puraae, and o thar  awards made up from fa08 
o r  otherwise; a - ~ d  t o  ob ta in  license. under t h e  r r r p e c t i v e  a t a t e  laws f o r  
pari-mutuel wagering o r  be t t i ng ,  and t o  c h r q a  t h e  publ ic  admiaeion 
tha re to  and t o  m i d  ground. and t r ack ,  and t o  l a t  8uch r i g h t s  and 
p r i v i l e g w  t o  o the r s  t o  conduct r taade and booths f o r  t h e  malo of food 
and o ther  rafrtshmants t o  paraon. on .aid prenimes. To do a l l  th ings  
chat may be proparly dona inc iden ta l  t o  t he  foragoing purpoma of t h i n  
asaociat ion.  To an t a r  and conduct races  and promote t h e  purpoaem of 
ch is  asaoc ia t ion  in any s t a t e .  

Your primary a c t i v i t y  is tha  oparat ion of a pari-mutuel raca t rock  open 
to  t 5e  dencrs l  public.  You par iod ica l ly  hold racs., which your sanrbera 
comyeca in. Tha ne t  income from each raca  is computed and divided by 
t h e  number of nrsmbar team compating in the  race  and d i r t r i b u t r d  t o  
them. 

For the period ending ******  **  ***1, your ravanue c a m  from thm 
f ol loving eourcea: dues ***** , ga te  recaiptm *****  , c a l c u t t a  (vagaring) 
r eca ip t s  $*** 1, p i c t u r e  mala. $**4, banquet 8al.ar $**** . Expmdi turar  
f o r  t he  same period were t he  followingt duay and uubmcript ion~ $**, 
operat ing suppl ies  $***,  trophir.  $***, c a l c u t t a  cash $**** , entertainment 
$****  ,  d iaburm~nunts  t o  mcabers (from th. net  pxoc**   from u c h  raca) 
**** 6, p rofess iona l  eervicam $**** , a d v a r t i a i q  $**1, and repair.  and 
maintenance $**3. Revanu.8 axceded  axpendituraa f o r  t h a  per iod in t h a  
amount of $**** . 
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Sec t ion  501(c)(5) of t h e  Code provid& for u r : p t h ' f r o r n  F d a r a l  income 
t ax  of a g r f c u l t u r a l  o tgan fza t imd .  ,. ' 

'- . ' 

' i 
Sec t ion  1.5Ol(c) (5)-1 o f  t h a  1naok Tax  Rdgul.~cFQn~ bfovfdka that 
organ iea t ions  contamplated by m c t i o n  501(c)(S) of t h e  Code a r e  thoar  
which have no ne t  earningl inur ing  t o  t h e  bene f i t  of:$ny mambar, and 
h v c  an t h e i r  ob jec te  t h e  . b a t t a m a n t '  of t h e  condi t ioh4 of those  ,engaged 
i n  a 8 r i c u l t u r a l  pu r su i t s ,  t h e  improvement of t h e  of t h e i r  p toducte ,  
and t h e  davelop.nent of a higher  d rgrce  of r f f  ic iency in t h s i r  r eopac t ive  
occupations.  .. 

Revenue Ruling 67-252, 1967 C.B. 195, de f i ne r  "agr icql tbro"  aa " the  firt 
o r  ocience of c u l t  i va t i hg  t h r  ground~-.including prspeiing" s o i l ,  p1nnt i .n~  
soede, r a i e i ng  cropr ,  and racrridg, f a d i n g ,  and &na@ing liveotock'." 

'. , 

t" 
A c t i v i t i e s  t h a t  only rmoce ly  promote t h e  i n t a r e r t s . , * ~ f :  tho84 r.agaged In 
a g r i c u l t u r a l - p u r e u i t e  w i l l  no t  qua lUy  an organisat$qi for  ur-tjon. It 
WAB held t h a t  a corporat ion -8 no t  ureogt .wherc i t ' , +h r  organized f o r  , 

t h e  purpose of holding a g r i c u l t u r a l  fairb', r toqk  sliolig, md horse  r a c a  
meets, but had 'discont lnued t h e  holding of a g r i c u l t u k i l  fairs and n t w l  
shown nnd devotad i t  a s l f  eo l e ly  . t o  horse  racing.  The organ iza t ion  a l s o  
shared i n  bettFng p r o f i t r .  Fores t  Ci ty  Liver tock and P a l ~ . C o ,  v. Commie- 
e ioner  B.T.A. 'Memo, 32,  215 (P.R.) (1932). The cour t ;  s a id :  "It is ; --' 
presumed t h a t  Congrese used t h e  word ' ' a g r i c u l t u r a l '  h icm genera l  
accepted eenaa. It vould t e  a f a r  r t r a t c h  of t h e  irnaghntlcm t h n t  w u l d  
a l low i t  t o  be ured a e  a c loak t o  g ive ' exa rg t i ons  fr&n t u n t i o n  t o  tha 
rac ing  b u s h t e e .  Thr s i n g l e  f a c t  t h a t  horee rac ing  &ds t o  p ~ ~ t e  t h e  
breeding cif b e t t e r  r a ce  hors re  which are r a i r a d  &.-a farm, is not  enough. 
The connection t o  a g r i c u l t u r e  ohould ba more b u m d i p t i  than t h i r . "  

. . 

not  your only a c t i v j  i y ,  LB t h a  opa ra t i oa  of a pari-mutuel rac  
coannercisl madax, mrtharmorc~, net"proceeds  from ybur rncae are inuring 
t o  your meaibarr based OIL the "nat .hcomaf' f n m  wch . ' bqpa ra t r  raw, Pour 
o rgan iza t ion  is very slallar in opara t ion  to,  the onr ' .dssc r ibed  abve in 
Foreet Ci ty  Livestock and F a i r  Co. v. ~ ~ m a h s i o n e r .  ,Accordiojlly, 
have de t a~mined  t h a t  your a c t i v i t h r  o d y  remotely p+ta the  i n t o r a e t s  
o f  those. enf,qed in  a g r i c u l t u r e ,  and pour ne t  earnings, are idur ing  t o  . 
members. The ref o r e ,  :.EX-exempt Lon under r e c t i o n  f 01(c) ( 5 )  1; danied urd 
you should f i l e  Federal  income tax re tu rnr .  . . 
If you do n o t  agrea with theba conc~o r i anq ,  you my, ; .wi thin  30 .day8 from 
the d a t e  o f  t h i s  l e t t a r ,  f i l s  in dup l i co t r  a b r i r f  of t h e  f 
rind argtrnent t h ~ t  c l e a r l y  e a t6  f o r t h  p u r  p.ori t ion,  i f  pu d 
o r a l  d iscuaeion of t he  iaeua,  p lm- ,  indimtr, t h i s  d,   our p 
enclcsed Publ ica t ion  892 g h e s  i n r t r u c t i o n r  + .  for f i l iA$ 'a  p ro t a r t . ' :  
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